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Financial Highlights / Thousands of dollars 


1968 1967 
Net sales and other income 143,901 128,927 
Net income 7,038 5,812 
Dividends 3,000 3,000 
Provision for income tax 2,621 1,497 
Provision for depreciation 13,169 10,270 
Working capital 59,303 BATT 7 
Plant and equipment at cost 214,183 209,417 
Capital expenditures EO 21,854 
Total payroll and benefits SS 152 32,464 


Si vous désirez recevoir ce rapport en francais, veuillez écrire au: Secréetaire, Société Polymer Limitée, Sarnia, Ontario, Canada 
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Report of the President 


The Honourable Don C. Jamieson, 
RiGeaMatee 


Minister of Defence Production, 
Ottawa, Canada 


Dear Mr. Jamieson: 


It isa pleasure to present, on behalf of 
the Board of Directors, the consolidated 
Annual Report of Polymer Corporation 
Limited and its subsidiaries for 
the year ended December 31, 1968. 


In Summary, 1968 was a year dedicated 
to reversing the decline in profits 
that took place in 1967. Attention was 
directed to improving the 
management and efficiency of all lines 
of business. Significant cost 
reductions and operating improvements 
enabled us to increase profits 
despite continuing inflationary trends 
in costs and further decreases 
in the prices received for our products. 


poubstamtial start-up costs 

/ associated with new facilities 

\, installed in recent years have been 

} largely absorbed and the 

corporate group is now in position to 

) thrust forward towards new 

j growth from the excellent base that has 
been established. Resources were 
allocated to develop the strategy and 
future course of action in 
recognition of the opportunity for 
profitable growth. At the same 
time, opportunities for further 
improvement throughout our existing 
business were pursued. Such activity will be 


continued to meet world-wide competition. 


Consolidated Net Sales reached a 
record of $142,102,000, an increase of 
$14,721,000, or 12 percent over 
1967. This increase in sales reflects a 


‘, general economic buoyancy, 


particularly in the last half of the year, 
/ and a growth rate exceeding that 
of world rubber consumption. 


Consolidated Net Income of $7,038,000 
was $1,226,000, or 21 percent 
higher than 1967, in response to the 
increase in sales and to the cost 
improvements achieved in 1968, and after 
absorbing extraordinary expenses 
occasioned by the repurchase of 
inventories held by distributors who were 
acquired during the year. In addition, 
substantial non-recurring expenses related 
to the start-up of new facilities 
were absorbed. 

Cash Generation from operations 
totalled $22,300,000, an increase 
of $4,241,000 over 1967. The major 
elements of this increase were the higher 


net income and an increase of 
$2,899,000 in depreciation absorbed, to 
a total provision of $13,169,000. 


Capital Expenditures at $11,071,000 
were down from the high levels 
of 1966 and 1967. Our efforts during the 
year were primarily directed 
toward the completion and successful 
operation of new.and improved 
facilities which were initiated in 
-recent years. 


Dividends in the amount of $3,000,000, 
the same level as 1967, were 
declared and paid during the year. 


New Facilities completed in 1968 
included major improvements to 
finishing line facilities for both butyl 
rubber and styrene-butadiene 
rubbers in Sarnia and a timely 
expansion of the Buty! plant in Belgium. 
In addition, a new plant for 


\ production of carboxylated latices was 


‘ 


‘successfully commissioned in 

‘Sarnia, and the sales from this facility 
are gratifying. Construction of 

&n isobutylene plant in Antwerp was 
initiated Which on completion in 

(1969 will, by integration, improve the 
monomer supply to the Belgian facilities. 


The Company’s program for the 
abatement of air and water pollution at 
the Sarnia plant was accelerated 
with completion of a carbonyl recovery 
facility to remove ketones 
from water effluents and installation of 
a flocculator to remove suspended 
rubber from waste water at a cost 
exceeding $700,000. Early in 1969 the 
Company announced its intention to 
convert the boilers at its steam and power 


% 


plant from coal to gas fuel which will stop 
discharge of fly ash and virtually 
eliminate the emission of sulphur oxides. 
Efforts directed to keeping our 

land, air and water clean will continue. 


Economic Activity during the year was 
generally buoyant and resulted 
in a growth of the rubber industry at a 
} rate faster than that of the world 
j economy. As a result, rubber consumption 


f reached a record high. 


Polymer benefited from this growth 


. and achieved higher sales volumes. 


} Prices, which earlier in the 
# year suffered some erosion, showed some 


\ Signs of stability during the 


Aast quarter. The declines, where they 
did occur, were more selective 
\'and less significant than in recent years. 
\Prior investments enabled 
the Company to achieve an improved 
rationalization of market areas 
Ao production facilities, resulting in 
‘significant savings in distribution costs. 
Despite the favourable business 
conditions, interruptions in the rubber 
fabricating industry, due to 
labour strife in Canada and in France, 
adversely affected Polymer’s 
performance in these countries. 


The recurring crises in the international 
monetary situation and the 
protective measures resorted to by some 
countries had the effect of 
undermining confidence and inhibiting 
expansion in international trade. 


Research and Development activity at 
Polymer resulted in improvement 
of many product lines and enabled us 
to offer our customers some of 


the highest quality and most uniform 
polybutadiene and general 

purpose rubbers available on the 
market. In an era of rapid 

technological change, new or modified 
materials for a wide range of 

market needs have been developed in the 
fields of latices, butyl, oil-resistant 
rubbers, and resins. A number of products 
with unique properties, which 

hold promise for the future, are in 
advanced stages of development. 
Emphasis will continue to be placed on 
our research activities in fields 

of advancing technology. 


The Effort of People, Polysar 
people, has been the key element 
contributing to the improvement in the 
Company’s performance. The 
specific challenge that faced us in 1968 
was to reverse the trend of 
1967. It was met with success. | wish 
to take this opportunity to 
commend our personnel for the way in 
which they met that challenge 
and for the positive results of their 
efforts. Creative energies 
were directed to the achievement of 
operational and product improvements, 
cost reduction, increased effectiveness, 
better utilization of materials 
and resources, and greater involvement 
and more positive attitudes 
on the part of employees. As a result, 
higher efficiency in overall 
operations was achieved. More product 
was produced by fewer people, reflecting a 
marked improvement in productivity. 


In the field of labour relations, 
negotiations conducted in an 


atmosphere of responsibility and realism 
resulted in the signing of a 

two-year agreement with the Oil, Chemical 
and Atomic Workers International Union 
representing the Sarnia employees. The 
contract, which expires June 30, 

1970, recognizes local and 

industry patterns with respect to wages 
and benefits and provides for 

possible changes that might arise as a 
result of advancement In 

technology. A two-year contract was 
negotiated with the employees of 

Kayson Plastics and Chemicals Limited, 
also represented by the Oil, 

Chemical and Atomic Workers. In 

France most industries suffered 

severe disruption of activities from labour 
and political unrest during May 

and June. For Polymer this caused only 

a minor interruption to the 

operations of the Strasbourg plant. 

There was no disruption in supply 

to customers. Late in the year, agreement 
was reached with the employees 

in Antwerp on a two-year contract. 


Throughout the year there was a strong 
determination to find realistic 
solutions to the many problems identified. 
At the year-end, a considerable 
measure of progress was visible. The 
Board of Directors and Management 
are proud and appreciative 
of the achievement, understanding and 
support of Polysar people 
throughout the world. 


Commendation is due our distributor 
organization whose staffs, 
through their interest in customer needs 
and with pride in Polysar products, 


a 
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provide effective representation in world 
markets. The continued and widening 
support of our customers is recognized. It 
is to them that the commitment 

to service of Polysar people 

is directed. 


The Future for the corporate group 
looks bright. The general 


economic outlook is for continuing growth, 


but perhaps not at the same pace 

as in the recent past. However, rubber 
and plastics consumption is 

expected to attain new highs and Polymer 
is in an excellent position to 

participate in this expansion. 

The programs of cost and work 
effectiveness will be pursued vigorously in 
1969 to help offset the effects of 
inflation. Our growing position in the 
latex field, attention to 
technologically advanced markets and 
progress in internal technical 
programs will enable us to take advantage 
of new business opportunities. 

We will continue to aggressively pursue 
the identification of, and entry 

into new fields. The increased activities 
of 1968, aimed at licensing 

our proprietary technology in selected 

areas of the world, are expected 

to produce beneficial results. 

The Company’s capital spending 
program for 1969 and future 
years provides for substantial new 
investments as well as continued 
emphasis on making existing facilities 
more flexible and efficient. 

Perhaps the greatest area of 
uncertainty for 1969 is the world-wide 
tendency towards an inflationary 


psychology which, together with the 

absence of restraint, has produced 

lack of confidence in some currencies. A 
’ \major task of the international 
community is to bring the situation under 
control and restore confidence and 
stability. Effective management of fiscal 
affairs could make 1969 a year of 
welcome abatement of inflationary 
. pressures, bring about improvements in 
‘monetary stability and lead to 

reduction of protective trade barriers. 


The outlook is encouraging and we face 
the future with a great deal of 
enthusiasm. A continuation of the efforts 
of Polysar people, aimed at 
further improvement of present business 
and seizing of new opportunities, 
will result in our achieving significantly 
higher levels of performance. We 
are confident that our people are ready 
and that together we will move 
the Polysar Group of Companies forward 
to profitable growth. 


President and Managing Director 
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Sarnia, Ontario 
February 19, 1969 


Polymer Corporation Limited and subsidiary companies 
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Consolidated Statement of Income and Expense / for the year ended December 31, 1968 
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_ Income — | | 1968 1967 
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Net sales of pedir and services aay a 42, 101 61 $1 27 380, 398 ed 


Other income 1 799 679 1,546,144 
143, 901 240 128 926, 02 
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oe Expense 
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_ Cost of sales 17, 431 184 107, 871 889 
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4 Selling, administration and research 15, 691,901 ges 872 055 


(ee er ta ee AE NSN EA ALIS AE Rt a A pA ee a eR RPO hs men Aen Man hen a tee 


/ | 133,128, 085 121,743,944 
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| Net income before provision for income tax and extraordinary items 10 We. 159 a 182, 558 


ine meres. ossnenrebn nanny me nce jet ai gear eng titan eo i vipa apn nan wreepabareine mre ete 
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| Extraordinary items (Note 4) au 199 73. 
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@ Provision for income tax (Note 2) | are aes o) 620 838 1,496,825 
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| Net i income before minority shareholders’ interest . 6,957, B44 0,000; haos 


eee nese ryt ne nc em eR SYN Senet een PRs NL ite Mm Rt at ce el erent eerie ee et 


ie Minority shareholders’ interest in subsidiary companies 80, 134 126,024 
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"Net Income | 7 3 See Go 7-037,078 7 $:.'5:811,757 
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| Consolidated Statement of Retained une / for the year ended December 31, 1968 
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| Balance at beginning of year a $ 73, 130,580 — 70, 318, 823° 
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: ‘Neti income for the year Ka . | ue 7,037,978 6,811,757 


; uae 80 168 S68. -76,130,580 
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Provision for future year’s tax liability in subsidiary company (Note 2) aa 360,000 


mene enema 


ttn nn tna 
_ Excess of cost of shares and assets in subsidiary companies over book value — bet 
of net assets at date of aoerOn eM EE Sl el: | 992,888 
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| Balance at endo ee eee ae $ 75,825,670 ‘3s 73,130, 580 


4,342,888 _ 3,000,000 


ee a 


‘Dividends declared | SIE 3,000,000 — 3,000,000 


Polymer Corporation Limited and subsidiary companies 
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Assets 


Current Sac 


Short-term investments 


rs a nen es aco nampa oreo nnn rnp rae ana a rn Ae Ponti na as Lah eocseoep st oat a Saaetsantnenanna ea ioatale esi haristaesniate nahin 


Accounts receivable, less allowance for doubtful accounts 


Inventories, at lower of cost or market: 


Finished products 


Horhemomiorpe tsi tabi meric Nina arcane hasnt in arheaeetavenind nines na aeive ecient 


Prime materials and intermediate products 


Coal 


Operating and maintenance supplies 
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Total Current Assets 
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Investment in Other Companies, at cost 
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Land, buildings and equipment, at cost , 
Less: accumulated depreciation 
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The accompanying notes are an integral part of the financial statements. 


Current 
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K Long- term Debt (Note 3) ee 40, 146, 153 


i Equity of Minority Shareholders in i Subsidiary | Companies 347 083 
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_ Shareholders’ Equity : 


Capital Stock: 


~ Authorized — 3,000,000 common shares Be no par value 
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Liabilities | 1968 


"Short-term loans ae 

- Accounts payable and beonied Loo ies 20, Bee ye conn 

“Income and other taxes (Note 2 1D4e7 oy 

“Long-term debt due within one year Amanita Zanes sane 
26,624,950 

8, 487,732. a 

40 662 bei 
a4 272. 


81,297,507 76 319 508. 


ih - Total Current Liabilities . 31,685, 647 
: Deferred Income Tax (Note 2) 9,118,724 


_ Issued » .— 2,000,000 common shares fully paid : 30, 000, 1.000 oO 
" Retained Earnings 78. 825,670 
187.193, 177 


1967 


i 6729929 


18, Be, Sis 


868,431” 


664,077 _ 


20) 000 000 
oe 130, 580 


| have examined the above Consolidated Balance Sheet and the related Consolidated Statement of Income and Expense 
and have reported thereon under date of February 19, 1969 to the Minister of Defence Production. 


A. M. Henderson 


Auditor General of Canada 


103,130,580 _ 
$179.510,.085 


Polymer Corporation Limited and subsidiary companies 


Notes to Financial Statements 


1. Basis of Consolidation and Exchange 
Translation: The consolidated financial 
statements reflect the financial position and the 
results of operations of Polymer Corporation 
Limited and its subsidiary companies, Polymer 
Corporation (SAF), Polysar Belgium N.V., 


Polysar Incorporated, Polysar International S.A., 


Polysar Italiana S.p.A., Polysar Nederland N.V., 
Polysar (U.K.) Limited, Kayson Plastics & 
Chemicals Limited, Société des Latex S.A., 
Société Francaise Polysar, and Synthetic 
Elastomers Development S.A. Translation of 
foreign currencies into Canadian dollars has been 
effected as follows: current assets and current 
liabilities at rates of exchange in effect on 
December 31; all other assets and liabilities at 
the rates prevailing when the assets were 
acquired or the liabilities incurred; and income 
and expense at average rates in effect during 
the year except depreciation which was 
translated at the rates prevailing when the 
expenditures on the related fixed assets 

were made. 


2. Depreciation and Income Tax: Depreciation 
is based on the expected useful life of the 
companies’ assets. The Canadian companies 
claim capital cost allowance permitted under 
the Income Tax Act in calculating taxable 
income and as a result, in the current year, 
$280 992 was carried to the ‘Deferred Income 
Tax" account on the Balance Sheet. This 
account wilt be reduced in future periods if 


Auditor's Report 


The Honourable Donald C. Jamieson, 
Minister of Defence Production, Ottawa 


SIG; 


depreciation exceedS capital cost allowances 
claimed for income tax purposes. 

In addition, a provision of $350,000 for taxes 
payable in future years based on prior years’ 
earnings of a foreign subsidiary, was transferred 
from retained earnings to deferred income 
taxes payable. 


3. Long-term Debt: Polymer Corporation (SAF): 


Loans total Fr. 48,625,000 ($10,703,356) 
and are repayable in French francs during the 
years 1969-1977. With the exception of Fr. 
22,500,000 ($4,955,310), the loans are 
guaranteed by Polymer Corporation Limited. 


Polysar Belgium N.V.: A loan of Fr. 450,000,000 — 


($9,729,000), guaranteed by the parent 
company and secured by a mortgage on land 
and buildings, is repayable in Belgian francs 
during the years 1969-1977. 


Polymer Corporation Limited: A 7.5% 
debenture issue totalling $18,000,000, of 
which $15,000,000 was received in 1967, and 
$3,000,000 in 1968, is repayable as follows: 


(a) $5,000,000 Serial Debentures Series A - 
equal annual instalments of $1,000,000 
during the years 1970-1974. 

(b) $13,000,000 Sinking Fund Debentures 
Series A, maturing November 1, 1987. - 
pursuant to. sinking fund requirements, 
annual payments of $650,000 during the . 
years 1975-1986 and a final payment 


of $5,200,000 in 1987. Se 


(a) proper books of account have been kept by the Company and its subsidiaries; 
(b) the financial statements of the Company and its subsidiaries 


(i) were prepared on a basis consistent with that of the preceding year and are in agreement with the books of account, RRA i 
(ii) in the case of the consolidated balance sheet, give a true and fair view of the state of the affairs of the Cae se its sub- 


sidiaries as at the end of the financial year, and 


(iii) in the case of the consolidated statement of income and expense, give a true and fair view of the i income and expense of ‘the Com- : 


pany and its subsidiaries for the financial year; and 


(c) the transactions of the Company and its subsidiaries that have come under my notice have been uiehin thee powers of ie Company. 
and its subsidiaries under the Financial Administration Act and a0, other Act applicable to the Company am its subsidiaries. 


Yours faithfully, 


A loan of U.S. $5,000,000 ($5,400,000) is _ 
repayable in United States dollars in equal — 
annual instalments during the years 1969-1973. . 
The instalment maturing in 1969 of U.S. ~ 
$1,000,000 ($1,080,000) is included in 
current liabilities. 


Kayson Plastics & Chemicals Limited: A loan 
of $20,195 secured by a mortgage on land 
and buildings, is repayable during the 

years 1969-1972. 


4. Extraordinary Items: During the year the 
Company acquired two independent 

overseas distributing companies. The valuation 
of inventories at date of acquisition was based 
on their laid-down cost and the company 

has revalued these inventories to the JOWEr of 
plant cost or market. 


5. Anticipated Capital Expenditures: tt is. 
estimated that the Company and its subsidiaries 
will spend $15,630,000 next year on 
investments and acquisition of capital assets 
pursuant to Order-in-Council P. C: 196ae 
January 9, 1969. 


6. Supplementary Information: The accounts s for 
1968 include the following amounts: 
depreciation, $13,169,119; remuneration of 
directors of the Company and its subsidiaries as 
directors, officers or employees, $472,824; 

and interest on long-term debts, $1,170,205 


Ottawa, February 19, 1969 he 


i 


| have examined the accounts and financial statements of Polymer Corporation Limited and its subsidiary companies for the year ended ae 
December 31, 1968. In compliance with the requirements of section 87 of the Financial Administration Act, | copor that, in my opinion: 


A. M. ‘Henderson, : 
Auditor General of Canada 
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Polymer Corporation Limited and subsidiary companies 


Consolidated results 


Net sales and other income 
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Cash generation 
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Capital expenditures 
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Depreciation provided 


Net income % of net sales and other income 


Financial position 
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Total rubber and resin production, millions of pounds 
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Polymer Corporation Limited and subsidiary companies 


Sales Net Assets 
in millions of dollars in millions of dollars 
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Capital Expenditures and Depreciation 
in millions of dollars 
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World New Rubber Consumption — 


Polysar Service 


Polysar service means a great deal to 
today’s users of synthetic rubber, 
latices and resins. With knowledge and 
experience gained from over a 
quarter century of research, production 
and marketing, the Polysar Group 
of Companies provides customers 


throughout the world with materials 
and assistance that contribute 
to their productivity. 

POLYSAR materials are to be found in 
practically every industry. Automobiles 
and tires, carpets, textiles, piping, 
paper, shoes, sporting goods, 
communications, aerospace and 
aircraft, medicine, agriculture — 
the list of applications is as extensive as 
man’s imagination. 


Manufacturing facilities in Canada, 
France and Belgium, together with 
strategically located stocks held by 
distributors in over twenty 
countries, bring POLYSAR materials 
within easy reach of the world’s 
industries. This diversification of 
production bases and product 
availability help to ensure regular 
supply, competitive pricing 
and rapid delivery. 


Efficient communication systems 
bring Polysar service within 
reach of customers in every part of the 
world. At 1,200 words-a-minute, 
delivery requirements, technical data, 
customer enquiries and replies 
skip the ocean between Polymer 
Corporation in Sarnia, Canada and its 
international marketing affiliate, 
Polysar International S. A. in 
Fribourg, Switzerland. 


To keep pace with expanding markets 
and improved communications, 
an advanced information retrieval centre 
has been established. Much of 
the technical data generated by members 
of the Polysar Group during the 
past 26 years is now rapidly available 
to customers. The recently 
introduced facility of computer compound- 
ing to match fabricators’ specifications 
and POLYSAR products is also serving 


industry in many areas. 

Establishment of the Research 
Development and Application Centre 
in Sarnia has provided improved means 
for evaluation and development 
of new or modified materials under 
conditions similar to those found in 
customers’ factories. Machinery used on 
the production lines of rubber 
goods manufacturers, carpet producers, 
paper mills, plastics convertors and 


other industries reproduces actual 
applications of POLYSAR products. This 
new Centre is closely associated 
with Polymer’s extensive research and 
technical service laboratories. 

Significant improvements continue to 
be made to the POLYSAR product 
line. Intensive development work, 
expansion, and modernization 
of production facilities, combined with 
integrated packaging, handling 


and transportation systems, contribute to 
meeting the needs of the 
consumer for high quality products. 
As applications for synthetic rubbers, 
latices and resins continue to 
expand, needs for materials with 
special new combinations of 
properties are identified. Strong 
research and development programs keep 
pace with and anticipate 
these advances. Recent additions to 
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the range of POLYSAR products 
include KRYNOL 1712 and KRYNOL 
1778, styrene-butadiene rubbers 
remarkable for their uniformity, ease of 
processing and broad range 

of uses, and POLYSAR Latex 729, 

a revolutionary foam latex 

for carpet cushioning that requires 

no gelling agent and has a 

short cure time. Introduction of a new 
carboxylated latex plant in Sarnia 


has improved the selection of latices in 
the POLYSAR portfolio. Latices-for 
coating paper, for imparting improved 
texture and drape to fabrics, for 
backed tufted carpeting, 
adhesive coating on tire cord, cushioning 
and a host of other useful products, 
are now available. 

Acrylonitrile isoprene rubber 
(NIR) also promises an 
interesting future with the development 
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of KRYNAC 833. This 
oil-resistant rubber, of interest to 
the textile and printing industries, 
combines a number of valuable properties 
not previously available in a 
single product. 

This spectrum of Polysar services and 
products is made available 
throughout the world by distributors 
and technical representatives 
close to most industrial centres. With 


knowledge and understanding 
of local and national conditions, plus 
interest in each consumer of 
POLYSAR materials, they help to 
make Polysar service Synonymous 
with customer needs. 

Polysar people everywhere take pride 
in our products and are 
deeply committed to the varied and 
changing requirements of a 
host of different fabricators. 


*POLYSAR — the registered trademark of Polymer Corporation Limited — a symbol of quality in over eighty countries. 
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